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THE TARIFF ACT OF 1913 

SUMMARY 

The principle of a "competitive tariff," 1. — "Legitimate" in- 
dustries, 3. — The Tariff Board and the methods of revision, 5. — 
Sugar duty lowered at once, to be abolished after three years, 8. — 
Wool free, 11; lower ad valorem rate on woolens, 13. — The probable 
consequences, 15. — Moderate rates on cottons, 17. — Comparatively 
high rates retained on silks, 20. — Other changes: pottery (23), iron 
and steel (24), free list extended (25). — Administrative sections 
strengthened, to prevent evasion of ad valorem rates, 26. — Many 
reductions will be only of nominal effect, 28. — What the future may 
bring, 29. 

The Tariff Act of 1913 is described both by friends 
and enemies as a radical measure. It is said not only 
to lower duties, but to introduce new methods of 
assessing them and to rest upon principles essentially 
different. How far can it be said to make sweeping 
changes ? 

The new principle of which most has been made by 
the advocates of the act is that of a " competitive 
tariff." In 1909, the Republicans had professed to 
act on quite a different principle, — that of equalizing 
cost of production. These two have been set forth 
by both sides as starting from opposite poles in the 
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tariff controversy. And yet, impartially considered, 
and assuming consistent application, they would seem 
to come to very much the same thing. The notion 
underlying equalization of cost of production is that of 
enabling the domestic producer to compete on even 
terms with the foreign producer. This would seem to 
be essentially the notion of a " competitive tariff." It 
is true that in the statements of the principle of equaliza- 
tion, something was always said of a " reasonable 
profit " to the domestic producer; whereas the Demo- 
crats, when explaining what was meant by a " com- 
petitive tariff," poohpoohed reasonable profits, and 
intimated that the competition should be such as to 
cut down domestic profits, and perhaps wipe out some 
of them. Yet a reasonable profit is obviously to be 
considered among the normal expenses of production, 
even tho it be not so reckoned under the usual methods 
of cost accounting. A " competitive tariff " would 
seem to be one under which domestic and foreign 
producers could compete in such manner that both 
should get reasonable profits. Fairly and consistently 
applied, therefore, the principle of a competitive tariff 
cannot be said to differ in essentials from that of a 
tariff equalizing cost of production. 

In discussing the Tariff Act of 1909, I took occasion 
to point out the obvious fact that universal equalization 
of cost of production means universal application of 
protection. 1 However high cost of production may 
be in the United States, duties must be made high 
enough, on this principle, to offset the difference. 
Anything and everything is to be made at home. The 
principle of a " competitive tariff " perhaps does not 
go quite so far, especially if applied with a less generous 

* In this Journal for November, 1909; cf. also my Tariff History of the United 
States, ed. of 1910, p. 363. 
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reckoning of the domestic producer's expenses. None 
the less, under that principle also duties should be 
made high on commodities produced in the United 
States under disadvantagous conditions and therefore 
at heavy expense. The notion of the " competitive 
tariff " is no less inconsistent with the principle of free 
trade than is the rival one. Under consistent free 
trade, the competition between the foreign producer 
and the domestic producer would not be a weighted 
one, with handicaps in favor of the domestic producer; 
it would be quite an even one. The principle of a 
" competitive tariff " would seem to mean merely that 
protection should not be unnecessarily high, yet high 
enough to ensure the maintenance of domestic pro- 
duction. 

Another phrase much used in the debates of the 
current session was that of a " legitimate " industry. 
No legitimate industry, it was said, would be endangered. 
What is an illegitimate industry ? One that cannot 
maintain itself without some sort of legislative prop ? 
or one that has lost the right to a prop because of the 
methods by which its promoters have sought to influence 
legislation in the past ? or one that has secured unusual 
profits through monopoly or semi-monopoly ? Per- 
haps legitimate industries are those which, under 
protection, have been securing no more than normal 
or reasonable profits. Perhaps the phrase refers to 
industries which could hold their own under a com- 
paratively moderate scale of duties, but rules out 
industries depending upon a range of duties distinctly 
high. Or it may mean that vested industries should 
not be disturbed, — industries established on the sup- 
position that the policy of protection, maintained for so 
many years, would be continued indefinitely. Hardly 
any intimation was given that an industry was illegiti- 
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mate merely because dependent on protection. Neither 
phrase, — " legitimate " industries nor " competitive " 
industries, — • was used in such a way as to commit its 
advocates to the abolition of protection or to a con- 
sistent application of free trade. 

All such catchwords, however, are less important 
in their strict and consistent meaning than in what 
they imply to the average voter. Their implications 
are by no means the same. They suggest very different 
points of view. The Republicans, when they professed 
to be desirous of merely equalizing costs of production, 
made it clear that they meant duties to be kept amply 
high enough to leave the domestic producer in command 
of the situation. The Democrats, when they spoke 
of competition, meant that duties should be kept below 
the point of prohibition. The Republicans wished 
to make sure of keeping imports out; the Democrats 
wished to make sure of letting some in. And further, 
the Democrats, however they might speak of competi- 
tive rates and " legitimate " industries, reserved the 
alternative, where political or economic expediency 
prompted it, of throwing these principles to the winds 
and of fixing duties quite without regard to competition 
or legitimacy. 

None the less, there was occasional discussion that 
implied the orthodox free trade reasoning. " Legiti- 
mate " industries were sometimes described as those 
economically legitimate; that is, such as could hold 
their own without protection. It would follow that 
every industry dependent on protection was illegiti- 
mate. From still another point of view the illegitimacy 
of protection as such was implied. Mr. Underwood 
presented, in a widely circulated speech, 1 some esti- 

1 The speech was made in the House, April 23, 1913, and widely circulated in 
pamphlet form. 
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mates of the taxes which the consumer paid under 
the tariff, and reckoned among these the amounts 
paid in the form of higher prices on commodities pro- 
duced at home. Calculations of this kind call for the 
greatest caution. There are but few commodities, — 
sugar and wool might be instanced, — for which it can 
be figured out with any accuracy how great is the rise 
in price which the duties cause, and how great is the 
total burden on the consumer if both domestic output 
and imports be considered. In most cases figures of 
this sort rest on guess work. Such, for example, is 
the case with calculations of the total burden from the 
duties on cottons, silks, woolens, glass ware, manu- 
factures of iron. This much, however, is to be said: 
one who parades such figures uses the essential argu- 
ment for free trade. He can hardly admit the stock 
protectionist pleas, under which it is not admitted for a 
moment that there is a real tax on the consumer, still 
less a net loss to him, because of higher prices of com- 
modities produced within the country. One who argues 
after this fashion would seem not to be able to use the 
principle of a " competitive tariff," which assumes a 
partition of the market between the domestic producer 
and the foreign; or at the most he can use it only as a 
sort of stopgap, a rough and ready expedient for keeping 
duties within the bounds set by regard for vested in- 
terests. 

Perhaps no topic brought into clearer light the mode 
in which the two parties approached the tariff question 
than that of the expediency of maintaining a tariff 
board. Unless the principle of free trade is to be fully 
and consistently applied, there is ground for detailed 
inquiry on the facts of each particular industry. Under 
free trade, such inquiry is superfluous. All that needs 
then to be done is to treat the imported and domestic 
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supply on the same terms : either tax both at the same 
rate, or free both from taxes, and let the results of 
completely equal competition work themselves out. 
But this drastic treatment no one proposes, at least for 
immediate general application. Now if the basis of 
adjustment is to be that of making conditions com- 
petitive, or that of equalizing cost, or that of regarding 
most established industries as legitimate, — on any 
such basis the question in each particular case must 
arise what precise rate of duty brings about the 
desired adjustment. Hence the Republicans had 
much to say about the need of an expert board of 
investigators and the recklessness of disturbing the 
foundations of industry without painstaking examina- 
tion. That the Ways and Means Committee of the 
House, or the Finance Committee of the Senate, was 
not in position to make such investigation was now 
freely admitted by the Republicans. They did not 
deny their own sins of the past in this regard, but urged 
improvement for the present and the future. There 
was much complaint that the Democratic Ways and 
Means Committee had proceeded roughshod, arrived 
at duties by guess work, and fixed rates on materials 
and half finished commodities that were inconsistent 
with rates upon finished or nearly finished commodities. 
The new tariff, it was said, was not a " scientific " 
tariff. 

In this there was not a little truth. The duties 
were, in fact, settled in more or less rough and ready 
fashion. Doubtless the exact rates in many cases 
were the results of compromise, not of any close cal- 
culation or accurate information. Beyond question 
the same sort of thing had gone on in previous years, 
and even more flagrantly. But the Republicans 
could maintain that since 1909 the Tariff Board had 
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been at work, and had shown the possibility of more 
deliberate and discriminating procedure. And yet 
the Democrats could not be seriously expected to pay 
much attention to this demand for prolonged prepara- 
tion and expert examination. In the first place, the 
Tariff Board was a Republican device. However 
excellent its work, — and no competent observer will 
deny that it has thrown much needed light on all the 
topics which it has investigated, — a flavor of partisan- 
ship remained. The very fact of its being a Republican 
product caused the Democrats to turn their backs on it. 
More important, however, was the circumstance that 
detailed and elaborate inquiry necessarily meant delay. 
The Democrats were not to be blamed for believing 
that, however unbiased the members of the Tariff 
Board may have been, and however excellent their work, 
the real object of the Republican leaders who cham- 
pioned the Board was to stave off early action and 
perhaps give a chance for the political situation once 
more to take a turn in their favor. Postponement 
of action by the Democrats until the results of an expert 
board's inquiries should be at hand was to give up their 
golden opportunity. They had control for the first 
time in many years of all branches of the national 
legislature, — not only the House and the Presidency, 
but even the Senate. Their time had come, and to 
have waited would have been politically suicidal. 1 

1 Something which may possibly be equivalent to the work of the Tariff Board 
has been provided in one of the closing paragraphs of the Act (Section IV, Paragraph S) 
under which " The President shall cause to be ascertained each year, the amount of 
imports and exports of the articles enumerated in the various paragraphs in section 
one of this Act and cause an estimate to be made of the amount of the domestic pro- 
duction and consumption of said articles, and where it is ascertained that the imports 
under any paragraph amount to less than 5 per centum of the domestic consumption 
of the articles enumerated he shall advise the Congress as to the facts and his con- 
clusions by special message." The notion of a competitive tariff seems to underly 
the provision. Nothing is said about cost of production, which played so large a 
part in the instructions to the old Tariff Board, and in its investigations. 
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Among the changes in duties made in the act of 1913 
by far the most conspicuous and important are those 
on sugar and wool. Both are admitted free; wool 
at once, and sugar after an interval of three years. 

The duty on sugar under the Acts of 1897 and 1909 
had been one and two-thirds cents (on the grade most 
largely imported and commonly taken as the standard). 
The duty becomes one cent a pound, until May 1, 1916; 
after that date, all sugar is to be admitted free. The 
transitional duty of one cent a pound remains subject 
to the reduction of 20 per cent for sugar from Cuba, 
whence most of the imports have come in the past, 
and whence virtually all of them are likely to come in 
the near future. There are some clear advantages 
in the course thus taken, and more particularly in the 
three-year interim. 

In the first place, there is a fiscal advantage in post- 
poning complete remission. The sugar duty contrib- 
utes heavily to the customs revenue. The income 
tax, which is expected to make up for loss in the customs 
revenue, will almost certainly require time for working 
out its full yield. The temporary retention of the sugar 
duty eases the process of fiscal rearrangement. 

Second, the sugar producers are given time for re- 
adjustment to new conditions. The production of raw 
sugar, whether cane or beet, is in these modern days 
a manufacturing industry almost as much as an 
extractive one. The abolition of the sugar duty pre- 
sents squarely the problem of vested interests in an 
industry where there is large investment of fixed capital. 
In all such cases there is good ground for postponed 
reductions. But it is to be admitted also that there is 
likely to remain a lingering doubt whether such a 
program of reduction will be carried out to the bitter 
end, and hence some uncertainty whether the transi- 
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tion will really be prepared for. This is the strong 
argument against the plan, sometimes advocated as 
the best for dealing with duties deemed excessive, of 
spreading all reductions over a series of years. There 
is always a question whether the political situation 
will not shift in the meanwhile. Even during the last 
year or two, when it has been obvious to every unprej- 
udiced observer that a considerable pruning of the 
protective system was inevitable, the interested pro- 
ducers have continued to manoeuvre against the inevi- 
table, trying to persuade themselves that the changes 
could be prevented or postponed. The same unwilling- 
ness to face squarely an unwelcome prospect may appear 
during the three-year period allowed before sugar 
becomes free. It may be thought that the Democrats 
will lose their majority in Congress at the elections of 
1914; still more, that they will lose everything in 1916. 
The tactics of the protectionists have suggested in 
many ways that they hope for an early return of the 
good old days. In this frame of mind, deliberate 
accommodation to the new tariff conditions is hardly 
to be expected; and if the present program really is 
carried out to the bitter end, the sugar producers may 
be as ill prepared for it in 1916 as they are now. 

The strong tactical and political argument for 
free sugar is that thereby the cost of living will be 
reduced. Few economists would subscribe to the 
statement, often made by the Democrats and embodied 
in their platform, that the tariff system is the main 
cause of that general rise in prices which people describe 
as the high cost of living. But here is one commodity 
which is universally consumed, is made dearer by the 
existing duty, and is tolerably certain to become 
cheaper after the remission of duties. It is true that 
untoward crop conditions may disguise the effect in 
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1916. It is conceivable that then the abolition of the 
duty will not cause sugar to be cheaper, but will simply 
prevent it from becoming dearer. No intelligent person 
will think that, so far as the effect of the tariff is con- 
cerned, this would be an important difference. But 
the enormous majority of persons think about these 
matters with singular lack of intelligence; and some 
chances are taken as regards the impression made on 
the mass of the community by the free admission of 
sugar when the final change is postponed for three 
years. 

It is difficult to see how anything can be said in favor 
of free sugar on the principle of a competitive tariff, 
or on that of attacking only the " illegitimate " indus- 
tries. The imports of sugar have always been large. 
Certainly so far as raw sugar is concerned, there has 
been steady competition between the domestic pro- 
ducers, as well as between them and the foreign pro- 
ducers. The production of cane sugar and beet sugar 
within the United States has been as legitimate as 
can be the case with any highly protected industry. 
Possibly the circumstance that the sugar planters 
of Hawaii and Porto Rico, and in less degree those of 
Cuba and the Philippines, had been among the bene- 
ficiaries from the duty, may have promoted an unre- 
lenting attitude. Yet in the main the abolition of the 
duty, while tactically justified as a move toward lower- 
ing the cost of living, can be defended with consistency 
only on the ground that a cheap supply from abroad is 
better than a dear supply at home. This is the gist 
of the principle of free trade. 

More considerable economic effects are likely to 
follow from free sugar than from any other change 
in the act. Tho the producers in Louisiana and in 
the beet sugar states have exaggerated their dependence 
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on protection, — as is habitually done by domestic 
producers when making pleas for duties, — it would 
seem that in fact most of them are not able to meet 
foreign competition on equal terms. Both cane and 
beet sugar makers have been prosperous of late years; 
so much is indicated by the increase in their output. 
Some among them may be able to hold their own even 
under free sugar. This is more particularly probable 
for some beet sugar districts advantageously placed in 
the West. So in the case of Hawaiian sugar : it is to be 
expected that the output will diminish, yet not that 
sugar planting will be given up. Hawaii, and Porto 
Rico as well, will be hard hit, but hardly compelled to 
give up completely. Cuba and Java will probably 
send in much larger imports. One may be distrustful 
of the predictions concerning the extent of these 
changes, but considerable they are likely to be. 1 

What has been said of free sugar holds for the com- 
plete and immediate abolition of the duty on wool. In 
their tariff bills of 1911 and 1912, the Democrats had 
not ventured to go so far. It had been proposed to leave 
the duty on wool at 20 per cent. Through the influence 
of President Wilson, the bolder step is taken of admit- 
ting it free once for all. It will be remembered that 
this had been the one radical change made in the ill- 
starred tariff act of 1894. In taking the same unflinch- 
ing step at the present time, President Wilson showed 
the unhesitating courage which has won the respect of 

1 On the general sugar situation, — one of the most interesting phases of our 
tariff history during the last generation, — I refer the reader to my article in the 
Atlantic Monthly, March, 1908, on " Sugar: a Lesson on Reciprocity and the Tariff "; 
and on beet sugar, to one in this Journal, for February, 1912, on " Beet Sugar and the 
Tariff." On this latter topic, see also Dr. R. G. Blakey's careful monograph, " The 
United States Beet Sugar Industry and the Tariff," Columbia University Studies, No. 
119 (1912); and two articles by Dr. Blakey, on " Beet Sugar and the Tariff," Journal 
of Political Economy, June, 1913, and " The Proposed Sugar Tariff," Political Science 
Quarterly, June, 1912. 
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his opponents no less than of his friends. It happened 
that the juncture was favorable for the change. A 
sweeping reduction, perhaps amounting to complete 
abolition, had been on the cards for so many months 
that the market had adjusted itself to the prospect, 
and the price of wool had been for some time on a free 
wool basis. 

Here again none of the current formulas were appli- 
cable in justification of so sweeping a change, — neither 
those of the Democrats nor those of the Republicans. 
The Republican formula about equalizing cost of pro- 
duction had indeed been shown to be quite impossible 
of application. The excellent report of the Tariff 
Board had made it clear that the expense of producing 
wool under the ordinary farming conditions was impos- 
sible of any precise demarcation, and that even for 
wool produced under ranching conditions cost varied 
so much in different regions as to make the equalization 
formula useless. The principle of a competitive tariff 
was quite as unserviceable. The wool duty had for 
many years been competitive; that is, the imports 
had been continuous, and had tended to grow. So 
far as revenue was concerned, complete abolition un- 
mistakeably meant a fiscal loss. Nor could it be said 
that wool growing was an illegitimate industry, except 
from the free trader's point of view. Here again, a 
clear decision seems to have been made against even 
the veiled and apologetic arguments for protection. 
I need not repeat my often stated conviction that the 
decision was wise. Those arguments for protection 
which have weight with trained thinkers, — young 
industries, national independence, and the like, — can 
have no application in this case. The wool duty 
cannot be defended except from the most extreme 
protectionist point of view. 
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The wish to reduce the cost of living doubtless had 
its effect in bringing about free wool, as it had in 
securing the decision for ultimate free sugar. Woolen 
clothing is dearer in the United States than in other 
countries. Cheaper wool will lessen the difference, and 
will bring somewhat cheaper clothing. The change is 
not likely to be as considerable or as conspicuous as 
in the case of sugar. On an average suit of men's 
clothes the decline in price, due to free wool, will be 
not far from one dollar. This is not far reaching, but 
it is something ; and every little tells. Perhaps the 
Democrats cannily reckoned that the retail clothing 
dealers would serve their party's turn by parading and 
magnifying the effect of free wool; they are not unlikely 
to put this forth as the occasion of those extraordinary 
bargains which the confiding public never discovers 
to be other than extraordinary. 

The necessary corollary of free wool is the abolition 
of the compensating (specific) duties upon woolen 
goods. They go by the board, as they did in 1894. 
Only the ad valorem duties upon woolen goods are 
retained; and these are substantially reduced. It 
will be recalled that the ad valorem duties of 1897 and 
1909 had been upon most goods 50 and 55 per cent. 
In 1894, the duty on woolens had been left, on the more 
important classes of goods, as high as 50 per cent. 
On almost all of the woolen fabrics concerning which 
controversy has been waged the rate now goes down 
to 35 per cent. Yarns are dutiable at 20 per cent, 
tops at 15 per cent. The rates on carpets range from 
20 to 35 per cent. The 35 per cent rate now established 
is that of the original compensating act of 1867. 

Nominally, the reduction in protection on woolens is 
in the reduced ad valorem rate only. In fact, however, 
the abolition of the specific compensating duties means 
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a further reduction of protection. As is well-known 
to every one who has given attention to the complexities 
of schedule K, these compensating duties had given 
not a little concealed protection. They had been more 
than enough to accomplish their nominal object, that 
of simply offsetting the influence of the wool duty in 
raising the domestic price of wool. This additional 
concealed protection had not been in the main the 
consequence, as was so often charged, of deliberate 
plotting or manipulation. It had been the result of 
gradual and in some respects unexpected changes in 
the development of the industry. Whatever the proc- 
ess by which the result had been brought about, 
the duties on woolen goods, reckoning together both 
the specific compensating duty and the supposedly 
protective ad valorem duty, had become extremely 
high. They had ranged as high as 100 per cent on 
the few goods that continued to be imported, and were 
equivalent to 140 or 150 per cent on most foreign goods, 
which naturally did not continue to be imported in 
face of these prohibitive rates. 

Here is a great decline in rates, — from 100 per cent 
or more to 35 per cent or less, — leading the public to 
expect a marked fall in prices. In fact, it is far from 
clear how considerable will be the change in prices. 
It is quite certain that the change will not be so great 
as it would be if, — as is so often assumed in popular 
discussion, — every cut in duty necessarily brought a 
corresponding change in price. The duties on woolens, 
to repeat, had been in the main prohibitory. Domestic 
woolens had the field to themselves, and competition 
among the domestic makers kept the prices of most 
goods within the range fixed by expenses of production 
within the country. Those expenses of production 
were unquestionably made higher because the raw 
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material, wool, was raised in price by the duty. In 
what degree the strictly manufacturing expenses also 
were higher than in foreign countries is extremely 
difficult to make out. If the 35 per cent duty simply 
offsets higher manufacturing expenses within the 
country, the change made in the woolen duties will 
prove but nominal, substituting an effective protect- 
ing duty for a needlessly high and prohibitory one. 
It would seem that in this case the Democrats strove 
to apply the competitive principle. The inquiries of 
the defunct Tariff Board, and some further calculations 
based upon them, indicated that a duty of 35 per cent 
would correspond roughly to the difference in expenses 
of production between American and foreign manu- 
facturers. 1 But the correspondence is only a rough 
one. On some classes of goods the 35 per cent duty is 
more than enough to enable the domestic manufac- 
turer to hold his own; other classes of goods will be 
imported to the displacement of the American product. 
Predictions of wide-spread diasaster from any such 
change, such as have been freely made for the last few 
years will not be fulfilled. No doubt in many cases 
they have been made in good faith, engendered by the 
extraordinary exaggeration of the necessity of high 
protective duties. But usually they have been more 
or less bluff; those who make them have been con- 
cerned chiefly with warding off or minimizing unwel- 
come changes. The probabilities seem to be that under 
the 35 per cent rate the greater part of the woolen and 
worsted manufacture will go on much as before. Some 
weaker mills may go to the wall. It is freely said, even 
in manufacturing circles, that the proportion of weaker 
establishments is in this industry not inconsiderable. 

1 See the excellent article by Mr. W. S. Culbertson, in the American Economic 
Review, March, 1913, which summarizes the results of the Tariff Board's investigations 
and adds some valuable calculations of his own. 
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Those mills which are well equipped and well managed 
will probably hold their own. But they will have to 
adjust themselves to new conditions, and may go 
through a trying period of transition. The " cutting 
up trade " (the manufacturers of ready made clothing, 
who are the largest buyers from the mills) will doubt- 
less experiment with foreign and domestic goods, will 
buy more or less sparingly until it appears what will 
be the relative prices of the two, and will compel a 
sharper rivalry among the manufacturers. Free wool 
will make possible the utilization of fibers not previously 
used, and so the production of new classes of goods. 
Some time must elapse, possibly two or three years, 
before it is clear what will be the situation of the 
woolen industry under the new conditions. 

In any case it is probable enough that some branches 
of the domestic woolen manufacture may have to be 
given up. To a layman, the evidence indicates that 
the makers of the finest goods and of the cheapest goods 
are most in danger. The so-called standard medium 
goods, to which the bulk of the manufacture is given, 
will probably hold their own. The finest and most 
expensive grades of men's cloths and women's dress 
goods seem most likely to be imported in considerably 
larger volume, and to supplant the domestic goods. 
Some foreign manufacturers, especially Germans, who 
have transplanted their establishments to the United 
States under the temptation of the high rates of 1897 
and 1909, will apparently suffer severely. 

If the forecast just made is confirmed by the course 
of events, it will follow that no great change in the 
price of woolen goods is to be expected. Some reduc- 
tion will ensue because of the lower price of wool; 
some further reduction perhaps because of keener 
competition between domestic and foreign manu- 
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facturers, and sharper conduct of the industry by the 
former. A more incisive reduction of the duty on 
woolens, bringing it much below the 35 per cent rate, 
might indeed lead to far-reaching changes; but noth- 
ing of the kind has been done, and is not in prospect 
for the visible future. 

On cotton goods the reductions are not dissimilar in 
character and in effect from those in the ad valorem 
rates on woolens. The change on the statute book is 
great; the figures go down sharply. But in this case 
also the consequences in trade and industry are much 
less considerable than in the figures. 

The rate on the lowest counts of cotton yarns is but 
5 per cent. On the cheapest grade of unprinted and 
unbleached cotton cloths, it is 7| per cent. For finer 
grades, the rates rise progressively, the highest on 
yarns being 25 per cent, and on plain cloths 27| per 
cent. An additional duty of 2| per cent is imposed in 
all cases on cloths which are bleached, dyed, printed, 
or mercerized. The maximum duty on cloths is thus 
30 per cent. On ordinary hosiery, the rate is 20 per 
cent ; but on hosiery that is fashioned and shaped com- 
paratively high duties are retained, — 30 per cent if the 
value is 70 cents per dozen or less, 40 per cent if 
the value is between 70 cents and $1.20, 50 per cent 
if the value exceeds $1.20. This is one of the com- 
paratively few cases in which the fence system (abrupt 
steps in the rate of duty, when goods get beyond a 
given value point) is retained. Cotton knit goods, 
in general, are dutiable at 30 per cent, and the drag- 
net clause (manufactures of cotton not otherwise pro- 
vided for) has 30 per cent. Cotton gloves, which had 
been affected by one of the jokers of 1909, are dutiable 
at 35 per cent. 
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These figures, to repeat, make very radical changes 
from those previously on the statute book. But, to 
repeat once more, on most of the goods the reduction 
will be nominal. The cheaper grades of cottons are 
produced in the United States as cheaply as in any 
country. Barring occasional specialties, no such goods 
are imported. They are exported from the United 
States, not imported. Goods of medium grade, tho 
not exported, would hardly be imported in considerable 
quantities even under complete free trade; and the ad 
valorem duties now imposed will continue to keep the 
domestic market securely in the hands of the American 
manufacturers. It is the finer grades of goods that are 
most likely to be affected. The importation of these 
had continued even in face of the previous high duties, 
and is likely to be stimulated by the lower rates. It 
is these also which had been most affected by the specific 
duties of the earlier tariff acts. The adjustment of 
the specific duties had been undertaken at the behest 
of the domestic manufacturers, or at all events at their 
suggestion, and had been so devised as to impede most 
effectively the competition of the foreign manufacturers. 
No doubt in most of these cases the duties were need- 
lessly high. They were prohibitory, as they were in 
the case of woolen goods; and the continuing importa- 
tions consisted largely of specialities which held their 
own in the market notwithstanding prices much en- 
hanced by the duties. In the case of the finer cotton 
goods, as in that of the finer woolen goods, there will 
be some displacement of domestic products by foreign. 
It must remain to be seen how great that displacement 
will be. 

All the duties on cotton goods are now assessed by 
value. Except for the retention of a remnant of the 
fence system in the hoisery duties, not a specific rate 
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appears in the entire schedule. This radical change 
was made the occasion for severe criticism, on the 
familiar ground that ad valorem duties tempt to under- 
valuation and fraud. The criticism is not without 
basis; and yet the adoption of the ad valorem system 
was almost inevitable. It is in no small part the result 
of abuses in the previous adjustment of the specific 
duties. The cotton schedule had been a highly intri- 
cate one, with duties varying according to the count 
of threads per square inch, the number of yards to the 
pound, the bleaching, coloring, and staining, and finally 
with a most elaborate fence system of value points. 
Just what the whole intricate array signified could be 
known only to persons conversant with every detail of 
the industry; that is, chiefly to the manufacturers 
themselves. It was more than suspected that the 
manufacturers, in then suggestions to the friendly 
legislators of former days, had manipulated the rates 
in such manner as to secure not only high protection, 
but higher protection than would have been granted if 
the significance of the rates had been fully understood. 
Charges of this sort, tho doubtless exaggerated, were 
not without foundation. In the act of 1909 itself, which 
had professed to reduce duties, some changes had been 
made, and more had been attempted, for increasing 
the intricate specific duties in a fashion not straight- 
forward. 1 In view of this familiar situation, it was to 
be expected that the Democrats should cut loose once 
for all from the specific system, and substitute ad 
valorem duties, which tell their tale on their face. 
Moreover, the temptation to undervaluation is not 
likely to be considerable under duties as moderate as 

1 See an article by S. M. Evans in the Journal of Political Economy, for Decem- 
ber, 1910, on " The Making of a Tariff Law ; " and a note by M. T. Copeland in this 
Journal, February, 1910, p. 422. 
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most of those in the new cotton schedule. This 
temptation becomes progressively greater as duties 
become higher, and is least when duties are low. Al- 
tho no hard and fast rule can be laid down, it is 
probable that duties of 30 per cent ad valorem can be 
collected on goods of a standard sort as honestly and 
efficiently as elaborate specific duties. The danger 
point in these matters seems to be reached with duties 
as high as 40 per cent, certainly with duties as high as 
50 per cent. It is naturally greatest for goods not of a 
standard character, whose current market prices are 
difficult to check. It happens that cottons precisely of 
this kind had been subject to ad valorem duties in the 
tariff acts of former years. As regards these, the diffi- 
culties are made less rather than greater, since the 
ad valorem rate is lowered ; while on the goods formerly 
subject to specific duties, neither the rate nor the 
character of the goods is such as to make the system 
unworkable. 1 

The duties on silks are readjusted on the same 
principle as those on cottons. Ad valorem duties 
are substituted throughout for specific. The general 
rate on silk fabrics is made 45 per cent; on velvets 
and plushes, it is 50 per cent. In the Senate, amend- 
ments were inserted retaining (tho with some reduc- 
tions) the previous system of rates by the pound. 
But the House refused to concur in these amendments 
and the act as finally passed swept away almost every 
specific duty in the silk schedule. 

In this case also the abolition of specific duties is 
to be ascribed to a feeling of suspicion concerning 
their intent and real effect. The highly complex 

1 Cf. what is said below (p. 26) on the administrative sections of the act and the 
collection of ad valorem duties. 
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system adopted in 1897 and retained in 1909 had 
been devised nominally by the custom officials, but 
at the least with the advice and concurrence of the 
manufacturers. The plea which was advanced for 
the change from ad valorem to specific rates was that 
thus only could undervaluation and fraud be prevented. 
Beyond doubt undervaluation had been common 
and sometimes flagrant. Beyond doubt, also, it was 
lessened after 1897; tho by no means entirely pre- 
vented, since under the dragnet clause a consider- 
able part of the imports still remained subject to an 
ad valorem duty. 1 On the other hand, so intricate 
was the classification, so fine and minute were the 
lines of gradation in the specific duties, so trouble- 
some was it to check inaccurate and even fraudulent 
statements, so difficult to find competent supervisors 
at the meager salaries offered by the government, 
that the working of the new system seems to have 
proved in practice not greatly superior to that of the 
old. But these administrative difficulties were not 
decisive in bringing about the complete return to the 
old ad valorem plan. It was tolerably certain that 
the elaborate specific duties contained some " jokers "; 
and any readjustment of them, calling of necessity 
for advice from the same persons that had planned 
them at the outset, was likely still to retain jokers. 
The certain method of getting rid of this wretched 
adjunct of the tariff legislation of the past was to main- 
tain ad valorem duties throughout. These have at 
least the advantage of telling their own tale plainly. 

The rates on silk fabrics are left comparatively 
high, — on most goods, 45 per cent. The reductions 

1 All silks on which the specific duties did not amount to much as 45% or 50% 
(the rate varied on different goods) had been left dutiable at these ad valorem rates 
as minima. 
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are by no means so great as those on cottons and 
woolens. This remains true, even after making 
allowance for the circumstance that a duty of 45 per 
cent is much more likely to be shaved by undervaluation 
than is one of 30 per cent; making allowance, too, for 
the further circumstance that the unusual variety 
in silk fabrics makes it difficult to check importers' 
statements of market value and impedes the detection 
of undervaluation. The silk manufacturers got off 
easily. The explanation apparently is that silks were 
regarded as luxuries, and therefore properly subject 
to duties higher than on other textiles. It need hardly 
be said that if taxes on luxuries are to be imposed on 
strict revenue principles, and with the design of reach- 
ing persons who can well afford to pay, they should 
be imposed upon the domestic article as well as upon 
the foreign. To fix a customs duty, for purposes of 
revenue, at a point so high as greatly to impede importa- 
tion, almost prohibit it, is obviously stultifying. There 
is ground for suspecting that something precisely of 
this sort has been done in the case of the silk duties. 
They remain prohibitory on most silks. A lower 
range of rates would probably have yielded more 
revenue, and would have been more in accord with 
the competitive principle. 

The silk manufacture, as it happens, has reached 
the stage where there is good ground, on other than 
bare revenue principles, for a reduction of duties. 
It has had for half a century an unusually high degree 
of protection. It has grown with extraordinary 
rapidity to very great dimensions. Its character has 
been entirely changed. The development has been 
not only quantitative but qualitative. It may present 
a case, — I am not convinced that it does, but at least 
the possibility is present, — of successful protection 
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to young industries. The duties have become pro- 
hibitory on most silk goods, as they have on woolens. 
The rates could have been reduced much more without 
disturbance to the bulk of the industry. The time 
seems to have come for application of at least some 
approach to the final test in the young industry argu- 
ment, — an incisive reduction of duties, in order to 
ascertain whether the industry leans less on protection 
than when first supported, and has made progress 
toward eventual independence. 

Another schedule upon which the reduction of duty 
was less than might have been expected is that on 
pottery and earthenware. Here also duties have been 
left comparatively high, apparently on fiscal grounds. 
The changes in rates on the significant articles are 
as follows : — 

Act of 1909 Act of 1913 

Earthenware and crockery, not 

colored or ornamented 55% 35% 

Crockery, colored or ornamented .... 60% 40% 

China and porcelain ware, not 

colored or ornamented 55% 50% 

China and porcelain ware, colored or 

ornamented 60% 55% 

The cheaper grades, classed as earthenware and 
crockery (whether plain or ornamented) are largely pro- 
duced in the United States. The imports are not incon- 
siderable, yet the domestic manufacturers in the main 
hold the field. The case is the reverse with the finer 
grades, — china and porcelain ware, — on which it 
will be seen that high duties have been retained. 
These are chiefly imported, and may be fairly regarded 
as articles of luxury. The duties on them are mainly 
revenue duties, and there is no reason why they should 
not be left as high as they are. No doubt the problem 



24 QUARTERLY JOURNAL OF ECONOMICS 

of undervaluation remains. It has been the occasion 
of no little trouble in the past, and will probably 
continue to be in the future. On earthenware and 
crockery proper, where the duties have been left at 
35 and 40 per cent, the situation is different. These 
are distinctly protective duties, and moreover are so 
high on many grades as to be prohibitory. On the 
competitive or fiscal principle, it would seem that, 
like the silk duties, they might have been lowered even 
more than has been done. 

The duties on iron and steel caused comparatively 
little debate, as had been the case in 1909. It has 
become more obvious than ever that the center of 
interest in the protective controversy has shifted 
from the iron schedule to others, especially to schedule 
K (wool and woolens). The progressive reduction 
of duties which has gone on since 1890 has been carried 
a stage further. Not only iron ore is made free of 
duty, but also pig iron, scrap iron (already made free in 
1909), iron in slabs and blooms, Bessemer steel ingots, 
and those forms of crude iron which are used for 
admixture in the steel making processes, such as spiege- 
leisen and farro-manganese. Barbed wire and gal- 
vanized wire, such as is used for fencing, also is free: 
a concession to the farmers which, under the actual 
conditions of supply, is of no real consequence. Steel 
rails are on the free list. Moderate ad valorem duties 
are imposed on other manufactures of iron, rising 
as the products became further advanced beyond 
the crude stage. Bar iron, for example, is dutiable at 
5 per cent, steel bars at 8 per cent, structural shapes 
at 10 per cent. Tin plate, that old bone of contention, 
gets 15 per cent; tubes and pipes, 20 per cent. The 
dragnet clause, on manufactures of iron and steel 
" not otherwise provided for," imposes 20 per cent, — 
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no small reduction from the previous duty of 45 per 
cent. Most of these changes signify little. There may 
be an increase in the importation of certain specialties ; 
and some seaboard regions, more easily reached from 
abroad by water than from the centers of domestic 
production by land, may import sporadic supplies 
of crude iron. In the main, the course of production 
within the country, the sources of supply, the range of 
prices, will not be affected. The time has gone by 
when the protective system was of real consequence 
for the iron and steel industries. For good or ill, it 
has done its work. 

Some minor items may be briefly noted. Hides, 
made free in the act of 1909, after so hot a debate, 
of course remain free ; and now leather, and boots and 
shoes as well, are added to the free list. Wheat and 
flour, cattle and meats are also free. In the House 
an endeavor was made to retain duties on wheat and 
cattle, while abolishing those on flour and meats; 
an attempt to relieve the consumer and yet keep a 
show of protection for the farmer which was obviously 
stultifying. Good sense prevailed in the end, and the 
duties on all these food products are swept away. 
The change is not likely to be of moment for some 
time in the future, — barring some border trade, and 
occasional importations in bad seasons. It is among 
the possibilities, no doubt, that eventually there may 
be more serious consequences. Eggs, milk, cream 
go on the free list : again articles in which only a small 
border trade will be encouraged. Coal and lumber also 
go on the free list at last; the remnants of duties 
retained in 1909 are swept away. 

Books chiefly in foreign languages remain untaxed, 
notwithstanding an unintelligent attempt to subject 
them to duty. But now " all text books used in 
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schools and educational institutions " also are put 
on the free list. Wearing apparel and personal effects 
of travellers " necessary and appropriate " for use, 
are free without limit of value; and in addition resi- 
dents of the United States returning from abroad 
may bring in $100 worth of articles " for personal or 
household use or as souvenirs or curios." 

A general anti-dumping section is maintained, 
substantially the same as that in the tariff act of 1909. 
The Secretary of the Treasury is authorized to impose 
additional duties equal to the amount of any grant or 
bounty on exportation given by any foreign country. 
The provisions for maximum and minimum duties, 
which played so large a part in the debates on the tariff 
of 1909, are dropped entirely. 

The wide use of ad valorem duties has called for a 
revision of the administrative sections. This part of 
the tariff has given occasion for constant patching, 
from 1789 to the present. Even in the acts of 1890, 
1897, and 1909, in which ad valorem duties were replaced 
by specific wherever thought feasible, so many of the 
former remained that in each successive measure the 
provisions against fraud were made more stringent 
or new administrative features devised. In 1890, 
the Board of General Appraisers was established, 
having power to decide definitively on questions of fact 
which previously had gone to the courts and had clogged 
them. In 1909, the Court of Customs Appeals was 
established, with exclusive jurisdiction over the strictly 
legal questions arising under the customs acts. It is 
surprising, in view of the strong desire of the then 
dominant party to strengthen the protective system, 
that the provisions concerning declaration, valuation, 
collectors' powers, and the like, should still have left 
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many loopholes for the dishonest importer. Yet such 
was the case ; and modification of the sections covering 
these matters was still necessary in 1913. It is but just 
to note that the Taft administration had given con- 
sideration to the same problems, and had appointed 
committees of administrative officials to recommend 
improvements. The Democratic Committees, under 
Mr. Underwood's leadership, also gave them earnest 
attention. The pertinent sections of the tariff accord- 
ingly are largely rewritten. That they are substan- 
tially improved is the judgment of specialists competent 
on this intricate subject. 1 The penalties for fraud are 
made, not indeed heavier, but more certain; litigation 
on contingent fees (a great abuse) is prohibited; the 
powers of collectors are strengthened. A clause that 
aroused strong opposition seeks to give opportunity 
for the examination of the books of importers and 
foreign manufacturers suspected of dishonest practices. 
After much discussion, and vehement protest from 
persons interested, the clause was so framed as to give 
the Secretary of the Treasury discretionary authority 
to impose an additional duty of 15 per cent in cases 
where there is refusal to submit books and records. 
On other matters also a discretionary power is given 
the Secretary of the Treasury: a mode of procedure 
much wiser than that of rigid prescription by law. Not 
of least interest to economists and others having occasion 
to study the course of foreign trade are provisions 
for the better collection and arrangement of the statistics 
of imports. There has been ground for suspecting 
these of serious inaccuracies. 

On the whole, the administrative provisions are 
well drawn. How far they will succeed in making the 

1 See the analysis of these sections made elsewhere in the present issue (see p. 31) by 
Mr. James F. Curtis, who was the efficient assistant secretary of the Treasury in charge 
of these matters under the Taft administration. 
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new system work satisfactorily remains to be seen. 
As has already been said, no great trouble is likely to 
arise when the rates do not exceed some such figure as 
30 per cent. But when goods are subjected to ad 
valorem duties as high as 45, 50, 55, even 60 per cent 
(for example, silk piece goods, silk apparel, china ware) 
the temptation to evasion becomes so strong that all 
the penalties in the world will not entirely prevent 
it. If specific duties are abandoned because deemed 
suspicious or impracticable, the only safe administra- 
tive policy is to keep the ad valorem rates moderate. 

It has been pointed out time and again, in the pre- 
ceding pages, that many reductions of duty made in this 
act of 1913 are likely to be without real effect. They 
serve to lower duties that have been prohibitory or 
abolish duties that have been nominal. Much the 
larger part of the changes are probably of this sort. 
Can it be said that they are worth while ? 

Beyond question, the consequences in industry and 
in prices that will ensue have been immensely exag- 
gerated by both sides. Such exaggeration is the 
inevitable result of the tariff's having become an issue 
in elections. And apparently the tariff question 
cannot be other than one of party politics. It is 
enveloped in partisan controversy quite as much in 
England, Germany, France ; and in these countries also 
the economic effects of protection are constantly 
over-stated. In our own country, the main channels 
of industry and trade have not been seriously deflected 
by the tariff system. The great bulk of our occupa- 
tions would be conducted in the same way even under 
complete free trade. Such modifications as are now 
made in the tariff will call for readjustment in only 
a small fraction of the whole field of industry. And 
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by the same token, they will lower prices compara- 
tively little. The expectation that the cost of living 
will be substantially lowered is doomed to disappoint- 
ment. 

None the less, it is worth while to make the changes ; 
not only those of real consequence, but those of merely 
nominal effect. It is worth while, if for no other 
reason, because it may fairly be expected to put an 
end to the superstition that all prosperity is dependent 
on the maintenance of a rigid protective tariff. This 
superstition was indeed somewhat shattered by the 
crisis of 1907, and the period of depression that fol- 
lowed. But it has been so dinned into the public 
ear, — there have been such vociferous predictions of 
general disaster, of collapse for all manufacturing 
enterprises, of destruction to the American standard 
of living, — that it is well to prove the industrial organ- 
ism quite able to survive this general pruning. A more 
sober consideration of the tariff question may be ex- 
pected to follow a proof its comparative unimportance, 
and then a greater attention to the social questions 
which constitute, after all, the inexorable problems of 
the century. 

And yet, it may conceivably turn out that the old 
superstition will be strengthened, not put an end to, 
by the course of events under the tariff of 1913. An 
immense deal will depend on the accident of good or 
bad times during the years of President Wilson's admin- 
istration. I say accident, meaning that in this regard 
the tariff itself will be of but little influence. The 
turn toward prosperity or the reverse, — as the case 
may be, — will depend on factors quite different. 
Tho we are much in the dark concerning the causes 
of the periodic alternations of activity with depression, 
every competent observer will agree that among these 
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causes tariff legislation is the least important. But 
the average person reasons, or rather feels, differently. 
If we have bad times for the next three or four years, 
he will hold the low duties responsible ; if we have good 
times, he will give the low duties the credit. As is 
proved by the experience of 1846-57, and again by 
that of 1897-1907, a period of general prosperity leads 
to an acceptance of the existing tariff as satisfactory, 
whether it be one with a low range of rates or a high 
one. So it will doubtless be with the tariff of 1913. 

Hence those who believe that our protective system 
has been partly misdirected, partly outgrown, — the 
cause in some degree of unhealthy industrial develop- 
ment, but in even greater degree of political jobbery 
and exasperating fallacies, — will pray for good times 
in the immediate future. The juncture would seem 
not unfavorable. The country is not, as it was in 
1894, in the initial stages of a period of depression. 
It would seem to be rather in the middle of the usual 
cycle, and ready for an upward swing. But he would 
be rash who counted too confidently on the repetition 
of the precise sort of oscillation which has appeared 
in previous industrial cycles, or ventured to predict 
that this year or the next would usher in a stage of 
activity and prosperity. The event must be awaited; 
and the tariff of 1913 must take its chances of being 
held responsible for an outcome on which, after all, 
it can have little influence. 

F. W. Taussig. 

Hasvabd University. 



